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New England’s Christmas Tree Industry 
A DECLINING PAST—A HOPEFUL FUTURE 


Balsam fir and spruce Christmas trees have traditionally been shipped from New 
England to all major eastern cities. Most of them have been cut on abandoned farm 
land in New Hampshire, Vermont, and Maine and in the higher elevations in 
Massachusetts. Trees growing in such locations receive sunlight from all sides and 
are generally balanced, compact, and free of dead limbs. 

For decades the natural seeding of old farm land in New England provided an 
annual supply of many million trees for the Christmas market and dealers were able 
to purchase trees on the stump for a few cents apiece. This situation has gradually 
changed during the last two decades as the best quality trees have been cut out in 
many areas and the abandoned fields have grown up to forests. As a result, the 
price of most kinds of Christmas trees delivered at roadside in northern New 
England has doubled during the last six or eight years. 
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The most important result of the decreasing 
supply in New England has been increased im- 
ports from Canada. The accompanying chart 
shows the relative importance of Canadian and 
New England shipments to six of the largest 
eastern cities. 

In 1941, 98 per cent of the trees brought into 
Boston were sent from New England, but less 
than 60 per cent came from this region in 1955. 
The per cent of total imports originating in New 
England dropped from 16 per cent to 2.6 per 
cent in New York City, 28 per cent to two 
per cent in Philadelphia and 35 per cent to 11 
per cent in Baltimore between 1941 and 1955. 
Furthermore, less than one per cent of the 
Christmas trees brought into Newark, New Jer- 
sey, have come from New England in recent 
years. In each of these cities, Canada has been 
the only important competitor. 

On the other hand, New England has kept 
about two thirds of the New Orleans market 
despite Canadian competition. In addition, At- 
lanta has obtained about 15 per cent of its trees 
from New England in recent years. Washington, 
D. C., obtained about half of its trees from New 
England in 1954, but took less than ten per cent 
in 1955. 

It should be pointed out that the market for 
Christmas trees in eastern cities has gradually 
increased during the last fifteen years. As a 
result, the absolute number of trees shipped 
from New England has not dropped as rapidly 
as this region’s share of the market. Neverthe- 
less, New England shipments in 1954 and 1955 
averaged about 50 per cent of the 1941 volume. 

New England obviously is not as important a 
producer of Christmas trees as it was fifteen years 
ago. In fact, it may no longer even be a net 
exporter. The best available statistics suggest 
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that about 2.5 million trees are cut each year 
in this region and that New Englanders, them 
selves, use this many trees. 

The basic reason for this decline is the gradual 
depletion of the naturally seeded open grown 
trees. Of course, Canadian exports have been 
and will continue to be an important competi 
tive factor. The Canadians still have a fairly 
large supply of high quality trees and their trees 
are guaranteed free entry into this country under 
the General Agreement on Tariffs and Trade 
signed at Torquay, England, in 1951. Many of 
the better Canadian trees are being cut out, 
however, and many persons in the trade believe 
that the Canadian supply of high quality trees 
is also declining. 


The Future Market 


Increases in population, in the number of 
separate dwelling units, and in per capita income 
should bring a greater demand for Christmas 
trees in the coming years. In addition, more 
people each year are being discouraged from 
cutting trees in trespass on private property. 
Although artificial trees are expected to become 
increasingly important in the market, the net 
result will probably be a growing demand for 
natural trees. 

Can New Englanders compete in this en- 
larged market? There is little doubt that they 
can if they produce a high quality product. 
There is now and will continue to be an ex- 
tremely large supply of low quality and low 
cost trees. 

The ideal Christmas tree has dense, bushy 
foliage and a dark or slate green color. It is 
symmetrical, has no crooked or broken branches 
and has no large spaces between whorls of 
branch. The top quality tree also has no dead 
limbs or brown foliage and retains its needles 
for several weeks after being sold at retail. This 
type of tree can be grown in plantations or it 
can be produced by thinning and pruning 
naturally seeded trees. But the era when large 
numbers of quality trees will be produced on 
abandoned fields without any human effort is 
drawing to a close. 


Southern New England 


Christmas tree growers in Massachusetts, Con- 
necticut, and Rhode Island are close to centers 
of population., This gives them a decided mar- 
keting advantage. Many growers retail six-foot 
trees for $2.00 or more. This compares with the 
$.30-.75 producers in northern New England are 
likely to receive from wholesalers or dealers. In 
many other instances, Southern New England 
producers sell directly to retailers and thereby 
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obtain a higher price than they could if they 
sold at wholesale. 

Christmas tree growing and selling appears 
to offer an unusually good opportunity for 
farmers and other resident landowners. This 
is especially true if they own idle pasture land 
which will not provide weed, brush, or hard- 
wood competition for seedlings. Resident land- 
owners are better situated to go into the busi- 
ness than are owners who live at some distance 
from their property. Christmas tree work — 
planting, pruning, brush and weed control, thin- 
ning, spraying, marking, cutting and selling 
— involves year-round effort. The _ resident 
owner can also protect his trees from theft and 
fire. 

Producing trees in southern New England has 
its drawbacks. Land costs and taxes are generally 
higher than in northern New England and most 
ot the land is out of the natural growing range 
of balsam fir and spruce. These highly desirable 
Christmas species can be grown, but only on a 
limited number of sites. As a result, producers 
are forced to experiment with Douglas Fir, 
Scotch Pine, Norway Spruce and Red Pine. 
However, certain varieties of these species are 
proving themselves. They are producing ideally 
shaped trees; they thrive on many soils; and they 
are now becoming popular with consumers. 


Northern New England 


Many areas in northern New England provide 
ideal growing conditions for balsam fir and 
spruce. Balsam fir are especially desirable be- 
cause they hold their needles for a long time, 
are easy to pack and ship, and have a good color 
and a pleasant odor. These high quality trees 
can be produced not only by planting, but also 
by pruning afd thinning trees which seed 
naturally on old fields. 

Unfortunately, almost all growers of quality 
trees in northern New England are handicapped 
by a cumbersome marketing system. Under 
present arrangements ungraded trees are cut and 
tied into “bundles” which contain from one to 
ten trees depending upon the average size of 
tree. The bundles are then sold to Christmas 
tree dealers, large city wholesalers, or independ- 
ent truckers who sell them to wholesalers or 
directly to retailers in the cities. The whole- 
salers, in turn, sell the bundled trees to retailers. 
As a result, retailers usually have to purchase 
bundles of ungraded trees which contain one- 
third unmerchantable trees and another third 
of only fair quality. 

Of course, buyers can tell something about 
quality by looking at the shape, size, and color 
of the bundles as well as the number of trees 
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each bundle contains. Even so, all buyers are 
forced to take a great many cull trezs to obtain 
a supply of good ones and much waste effort is 
involvec in handling the junk trees. Further- 
more, the producer of good quality trees is gen- 
erally not rewarded sufficiently for his efforts 
and the retailer has no way of ordering trees of 
the quality he desires. 


Christmas Tree Grading 


To attack this problem, one large Boston 
wholesaler has established “yards” in Canada 
where he grades the trees he purchases from 
farmers before shipping into eastern markets. 

Some growers are also working on improved 
marketing techniques. Three Christmas tree 
growers’ associations have been established in 
Maine, in the Berkshires in western Massachu- 
setts, and in New Hampshire-Vermont. These 
organizations, working in co-operation with the 
Extension Service in the Department of Agri- 
culture, are promoting Christmas tree grading 
by growers. Federal grading rules may be estab- 
lished within a few years. If they are, many 
members of these associations will sell according 
to grade. 

Under the proposed system, an inspector could 
be called to grade a shipment of trees at the 
request of either the seller or the purchaser. 
If the shipper wished to “certify” the grade of 
trees in a shipment, he would ask and pay for 
the inspection. On the other hand, if the in- 
spector was called in by the purchaser and the 
trees did not meet specifications, the seller might 
be obliged to pay the cost. Such a grading and 
inspection system would enable retailers to buy 
with assurance directly from growers. 

A word of caution should be added about 
the future market in large eastern cities. Christ- 
mas tree production in Pennsylvania and New 
York is increasing rapidly. In Pennsylvania 
alone, between three and five million trees are 
being cut each year. Although very few of these 
plantation-grown trees now compete with trees 
from New England and Canada in the city mar- 
kets, they may provide important competition 
for quality trees in future years. 


Conclusion 

New England’s share of the Christmas tree 
market has dropped more or less steadily for 
the last fifteen years. High quality trees are 
becoming increasingly scarce, but the supply 
of second quality trees will always be large. 
Christmas tree growing can be a profitable busi- 
ness for many resident landowners who are 
willing to grow and merchandise a high quality 
product. 











Bank Loans to Farmers 
Doubled in District in Ten-Year Period 


Nearly two out of five farmers in the First 
Federal Reserve District had bank loans outstand- 
ing at insured commercial banks in mid-1956. 
These loans totaled over $75 million. 

Agricultural loans make up only a relatively 
minor portion of the total loans of all New 
England banks, but comprise a significant por- 
tion of the loan portfolio of many country banks. 
These farm loans, like business and consumer 
loans, have expanded substantially in the last 
ten years. 

The Federal Reserve System conducted a sur- 
vey on June 30, 1956, to reappraise the changing 
needs for agricultural credit and to find out how 
effectively commercial banks are meeting these 
needs. Ninety-four banks in New England par- 
ticipated in the survey. 


Expanding Capital Needs 

Bank-held farm debts in the First Federal 
Reserve District in mid-1956 were nearly twice 
the amount held by insured commercial banks 
on a comparable date in 1947. The reasons for 
the expansion of the bank-held farm debts are 
manifold, but stem from two major sources. 
First, the credit needs of agriculture have grown 
rapidly in the postwar years. Secondly, commer- 
cial banks have steadily increased their services 
to agriculture. 

The intensification and growth of individual 
farm businesses have meant a steadily growing 
demand for new capital. Balers, field choppers, 
new silos, tractors and milk coolers are among 
the many outward evidences of the changes in 
capital structure that have taken place on New 
England farms. This trend toward intensifica- 
tion and growth, coupled with the steady reduc- 
tion in the farm labor force, has been going on 
during the history of our country, but the rate of 
change has quickened in the last fifteen years. 
Probably more changes of this nature took place 
during this period than in the previous fifty 
years. 

These changes represent, for the most part, 
the substitution of capital for labor. The in- 
evitable result is a steadily increasing call for 





New England Business Review articles may be 
reprinted in full or in part provided credit 
is given to the New England Business Review 
of the Federal Reserve Bank of Boston. 





more agricultural credit of a kind that is adapt- 
able to present-day needs. 


Borrower Characteristics 

It is fortunate that the technique used in con- 
ducting this survey made it possible to assemble 
information about the individual borrower's 
financial position. 

The total of $75.3 million in bank credit to 
agriculture in the First District was extended to 
28,663 borrowers on nearly 44,000 notes. About 
half of the dollar volume of the notes was to 
borrowers with total debts between $5,000 and 
$25,000. By far the largest percentage of the 
notes (about 85 per cent) was to borrowers whose 
total debts were less than $5,000. 

The information on net worth showed that 
well over one-third of the borrowers had a net 
worth between $3,000 and $10,000. This group 
had an average debt of $1,347. The borrowers, 
however, who had the largest volume of farm 
loans were those with a net worth between 
$10,000 and $25,000. They had 36 per cent of 
the total volume of farm loans. Nearly 13 per 
cent of the farm borrowers, some 3,605, had a 
net worth estimated at over $25,000. 





Table 1 
FARM eee” oO Hn yn vedi gama BANKS 


ict 
fondion Jane'30° 1956 
BY NET Corncading ‘OF BORROWER 





Net Worth Number Amount of 
of of = (in millions 
Borrower Borrowers dollars) _ 
Less than $3,000............. 3,004 an 25 
$3,000 — $9,999... 10,959 148 
$10,000 — $24,999.......... 8,957 27.3 
$25,000 — $99,999.......... 3,313 22.4 
$100,000 and over........... 291 6.8 
Soon oc in hes 2,140 = 
Po eae 28,664 $75.5 




















Analysis of the dairy and poultry loans showed 
that poultry loans were considerably larger in 
relation to the net worth of the borrower than 
were the dairy loans. The ready availability of 
easy-to-obtain dealer credit partly explains this. 
Access to this type of credit seems to encourage 
poultrymen to place more emphasis on expansion 
of their businesses and less emphasis on building 
up a net worth cushion that can help in weather- 
ing economic storms. 


Purpose of Loans 


The major purpose for which these agricul- 
tural loans were made was the purchase of farm 
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real estate. Real estate loans made up about 23 
per cent of the total dollar volume of both 
short- and long-term commitments. 

Loans for current operating expenses were 
the next largest group, totaling nearly $14 
million, or about 18 per cent of the total. 





Table 2 
FARM —— wf a COMMERCIAL BANKS 
‘ederal Reserve District 
powbioe nol une at 1956 
BY PURP OF LOAN 





Number Amount of Loans (in 
Purpose of Loan of Notes millions of dollars) 
Current —- and family living 
Cincludin er ——-- 10,700 $13.8 
Purchase of! be livestock......... 6,129 8.9 
Buy machinery................. 10,941 13.1 
Purchase auto or other consumer 
GUE 6 oi anes wee eee 2,738 1.8 
Improve land and buildings...... 3,334 62 
Buy farm real estate can | +4280 17.0 
Consolidate debts. . } a 3,465 10.2 
MN a ale a sys Rew ees eee 2,296 45 
All Loans.............. 43,833 $75.5 














Undoubtedly, many of these operating loans 
are also used for family living expenses as well 
as for buying feed, seed, fertilizer and other 
production items. This is particularly true on 
crop farms where periods of high expense and 
low income often coincide. 

The $14 million in machinery loans reflected 
the heavy demand for credit for the purchase of 
farm implements. 

Farmers are constantly having to refinance 
their obligations as new items are added to the 
farm business. Frequently this refinancing re- 
sults from grain accounts that have outgrown 
the willingness and capacity of the dealer to 
extend credit. Also very frequently farmers want 
to consolidate several small debts into one easier- 
to-handle loan. These refinanced loans repre- 
sented about 14 per cent of the total volume of 
loans. 

‘New technology has forced many farmers to 
renovate or clear additional land and to make 
building improvements. Banks in the first 
Federal Reserve District at the time of this sur- 
vey had over six million dollars outstanding for 
these land and building improvements. 

The loan records demonstrate clearly that 
bankers have confidence in the stability of the 
dairy enterprise in New England. Dairymen had 
a total of $37.7 million outstanding in farm 
loans with their bankers on June 30, 1956, or 
about one-half of the total dollar volume. 

It is often said that banks are reluctant to lend 
to poultrymen. Yet, this survey showed that 
New England bankers had $11.3 million invested 
in poultry farm loans in mid-1956. Dairymen 
and poultrymen were using about 65 per cent 
of the agricultural credit being extended by 
banks. 
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Maturity and Security 

Over one-third of the dollar volume of real 
estate loans was written on a demand basis, but 
the largest volume, or about 44 per cent, had 
maturities exceeding five years. 

Of the loans not secured by real estate, nearly 
one-fourth of the volume was on a demand basis. 
Another 40 per cent had maturities of less than 
six months. Over one-third of the dollar volume 
of theSe short-term notes was for loans for current 
expenses. 

From the results of the survey, it is not pos- 
sible to measure precisely the degree to which 
banks are meeting the needs for intermediate- 
term credit. However, the survey showed that 
about 20 per cent of the volume of loans not 
secured by real estate had original maturities of 
two years or more. 

Farmers have offered farm real estate for se- 
curity on about 36 per cent of their loans. An- 
other 27 per cent are secured by chattels. It 
may be surprising to many that nearly $13 mil- 
lion, or about 17 per cent of the volume of the 
loans outstanding, are unsecured. Another $5.2 
million are endorsed notes. Government- 
guaranteed paper made up only a small portion 
of the total—in fact, it constituted only slightly 
over two per cent. 


Sound Investments 


The survey also shows.that farmers’ payment 
records compare favorably with other borrower 
groups. Only 2.5 per cent of the notes, whether 
measured in number of notes or dollar volume, 
were overdue for over 93 days. 

It is fortunate indeed that agriculture is in a 
sound financial position..Obviously, some indi- 
viduals are strained, but the latest Balance Sheet 
of Agriculture, which is ‘a composite financial 
statement for farmers in the United States, re- 
veals that farm debt is only 11 per cent of total 
farm assets. 

The willingness of New England bankers to 
enlarge and expand their agricultural loan port- 
folios, as evidenced by this survey, suggests that 
New England bankers have confidence in the 
outlook for New England agriculture. 











Table 3 
FARM OA oF INSURED COMMERCIAL BANKS 
Federal Reserve District 
Suse tstanding June 30 1956 
CLASSIFIED BY TYPE Of SECURITY 
Loans Ovtstanding Per cent 
(in millions of dollers) of total 
Unsecured ay te Sei are e $12.9 17.1% 
Lc ee ee eee 5.3 7.0 
Chattel mortgages............... 20.5 27.2 
Farm real estate................ 27.0 35.8 
Government insured or guaranteed 26 3.4 
5 | erat 7.2 9.5 
MAD Nia aos rence $75.5 100.0% 

















Competition for Workers Sharpens 


New England employers found it increasingly 
difficult to obtain workers during the late sum- 
mer and early fall. The continued high level 
of business operations resulted in a heightened 
demand for labor both regionally and nationally. 

Not all areas and all industries have shared 
equally in this prosperity. For New England as 
a whole, however, employment is near an all- 
time peak, payrolls are at record levels, and un- 
employment is close to its peacetime low. Pros- 
pects for the balance of the year point to new 
records being established by the end of 1956. 

At mid-September 3,614,600 people were work- 
ing at nonfarm jobs in the region. This total 
exceeded that of a year ago by 57,600 and was 
only 9,600 under the record established in De- 
cember 1955, a month in which employment 
totals are always swelled seasonally. The number 
of jobholders in September was slightly under 
August when the high for the year to date was 
reached. Such a decrease has been unusual 
during the postwar years but the September 
level was still higher than for that month in any 
previous year. Insured unemployment in Sep- 
tember was 19 per cent under a year ago, 
continuing the favorable year-to-year comparison 
registered in each month since February 1955. 

Nonmanufacturing industries accounted for 
most of the employment gains in the past year. 
All major industry groups enjoyed some expan- 
sion tn work forces. The largest relative gains 
in New England occurred in the finance, insur- 
ance and real estate group and in construction. 

Growth in total nonagricultural and in non- 
manufacturing employment has not been quite 
as large percentagewise in New England as in 
the rest of the country. Gains in manufacturing 
industries, however, have been greater, princi- 
pally because the region’s durable-goods indus- 
tries have not suffered from cutbacks in the pro- 
duction of automobiles, farm machinery and 
household appliances. This contrasts to the 
situation a year ago when durable-gouds expan- 
sion in New England lagged behind the nation. 

Over the past year, durable-goods employment 
in New England increased by 4.5 per cent. Firms 
in the transportation-equipment and the non- 
electricalemachinery industries accounted for 
over two-thirds of the total addition. The 
transportation-equipment, furniture and _fix- 
tures, and lumber and wood-products industries 
experienced the largest rates of growth. 

In contrast to the year-to-year gain of 31,600 
jobs in the hard-goods industries, September 
employment in the soft-goods industries was 
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17,600 under a year ago. Only the apparel, 
paper, and chemical industries provided more 
jobs than last year. The largest relative losses 
occurred in the textile industry with employment 
down 10,200, and the leather and _leather- 
products industry with 6,300 fewer employed. 

Seasonal expansion in some of the soft-goods 
industries was not as pronounced this year as in 
1955 and was of shorter duration. The length 
of the work week as well as employment declined 
from a year ago. Year-to-year gains in jobs and 
hours worked in the durables have not been 
sufficient to offset reductions in nondurables. 
Asa result, the New England index of man hours 
worked by production workers in September was 
one per cent below the 1955 level. 

Increased demand for workers has resulted in 
a tightening in the supply of labor available to 
fill job openings in all of the region’s major 
labor market areas. In the September 1956 list- 
ings of the U. S. Department of Labor, nine of 
the region’s areas were classified as having a 
slight excess of job opportunities, five as having 
a slight excess of job seekers, and five as having 
substantial unemployment. A year ago, 14 areas 
were in the substantial labor surplus grouping. 
Only the Hartford and New Haven areas had a 
surplus of jobs. Lawrence, Lowell and Provi- 
dence continue to have substantial unemploy- 
ment but even in these areas the number of 
jobless has declined. 

Expanded employment opportunities in the 
higher-wage durable industries and many 
industry-wide increases have raised the average 
pay of the region’s workers to a new high. 
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The Trend in Housing Activity 


The home-building spree which characterized 
much of 1954 and 1955 shows signs of moderat- 
ing. It is clear that the industry could not long 
sustain the growth rates which it experienced 
during that period, if it would avert the risk of 
a painful hangover following the spree. Some of 
the backlog of demand for new housing which 
was built up during the recent years has been 
satisfied, with the aid of liberal credit terms. 
Future demand will bear a closer relationship 
to normal growth in family formation, and must 
compete for the use of further credit funds with 
the needs of business fot capital expansion. 

Residential construction was the first major 
stimulant for the 1954-1955 recovery, evidencing 
much strength beginning with the second quar- 
ter of 1954. It continued to expand through the 
summer of 1955 before showing signs of tiring. 
Even in the third quarter of 1956, after declining 
ten per cent from the mid-1955 peak, new non- 
farm residential construction accounted for 3.7 
per cent of the gross national product, compared 
with a maximum of 4.4 per cent in the second 
quarter of 1955. 

The value of new private residential nonfarm 
construction in the nation rose from $11.9 bil- 
lion in 1953 to $13.5 billion in 1954 and to 
$16.6 billion in 1955. In the first ten months of 
1956 the seasonally adjusted annual rate aver- 
aged close to $15.4 billion. Even with higher 
construction costs, the current volume remains 
large as judged by pre-1955 standards. 

Nonfarm housing starts in the nation for 1955 
were estimated by the U. S. Bureau of Labor 
Statistics at 1,329,000 units, close to the 1950 
record total of 1,396,000. For the first ten 
months of 1956, housing starts lagged 16 per cent 
behind the 1955 rate, and the total for 1956 may 
somewhat exceed 1,100,000. 

F. W. Dodge Corp. reports on the value of 
residential construction contracts awarded in 37 
Eastern States during the first ten months of 
1956 were about the same as in the comparable 
period of 1955. Contract awards for 1956, how- 
ever, are for costlier homes. For the same com- 
parative periods the number of dwelling units 
provided in new residential buildings declined 
7.8 per cent. 

For the New England region, statistical meas- 
ures of the value of new residential construction 
and of housing starts are not available. Infor- 
mation collected by F. W. Dodge Corp. on New 
England residential contract awards, however. 
indicates, for comparable ten-month periods of 
1955 and 1956, gains of 22 per cent in dollar 


December 1956 


volume and of 4.8 per cent in number of dwell- 
ing units in new residential buildings. While 
the data on contract awards reflect future rather 
than current construction, the optimistic pros. 
pects contained in the foregoing figures for New 
England are- not confirmed by other available 
data and impressions. 

The characteristics of this year’s new housing 
continue trends of recent years. Over 90 per cent 
of the reported contract valuation is in one- 
family homes. Both average size and average 
valuation of new one-family homes continue to 
increase. 

The increased valuation of the average home 
reflects not only increased size, improved design 
and facilities, and more built-in appliances. It 
also reflects higher costs of construction. From 
July 1955 to July 1956 average costs of building 
materials increased four per cent. While there 
were a few scattered price declines in some lines, 
such as some lumber products, the bulk of build- 
ing materials rose in price during the year. 
Higher union wage scales of building trades 
workers also influenced costs of construction. 
Over the 12-month period to July 1956, average 
hourly wage scales in these trades increased by 
121% cents. 

The level of residential construction is closely 
associated with the cost and availability of 
mortgage financing. The great expansion in 
home building activity in the United States 
during 1955 was attended and facilitated by a 
$12.5 billion increase in outstanding mortgage 
debt on nonfarm 1I- to 4-family properties. Avail- 
able mortgage funds were generally in plentiful 
supply, particularly in New England, and rela- 
tively liberal credit terms prevailed. 

Demand for mortgage credit remains strong 
this year although somewhat less intense than in 
1955. But in the over-all credit market such de- 
mand has been obliged to compete with expand- 
ing credit demands from other sources, notably 
those of business for capital outlays. A slower 
growth in sources of credit funds relative to de- 
mand has led to a tighter market. Outstanding 
mortgage debt on the nation’s nonfarm 1- to 4- 
family properties has risen $5.6 billion in the 
first half of 1956 compared with $6.5 billion 
a year ago. Lenders have become more selec- 
tive in the granting of credit. Down payment 
and maturity requirements are less liberal. 
Interest rates have risen for conventional type 
mortgages. Effective December 4th the Gov- 
ernment backed FHA interest rate rose from 
414 to 5%. 








Retailing Sales Shifts, 1948-1954 
Part II, Selected Metropolitan Areas in New England 


Retail establishments in Providence, Hart- 
ford, Springfield-Holyoke, Worcester and Port- 
land metropolitan areas accounted for nearly 22 
per cent of New England’s retail sales in 1954, 
about the same as in 1948.1 The Hartford and 
Springfield-Holyoke areas expanded retail sales 

volume faster over the period than did New 
- England as a whole, while the others failed to 
match the regional gain of 31 per cent. 

In all five of the metropolitan areas retail 
sales volume in the central cities did not grow 
as fast as did that for New England over the 
six years. In the metropolitan suburbs, retail 
sales increased faster than in the central cities. 
Suburban sales also outpaced the gain of the 
entire New England region. More than half of 
each area’s retail sales were made in the. central 
city in four of the five areas in 1948 and in only 
three of the five ine 1954. 

Sales in the suburban parts of the metropoli- 
tan areas have been influenced by the growth of 
home ownership, largely outside central cities, 
by the increased number of automobiles and by 
the further development of existing suburban 
shopping areas. The building of new strips of 
stores along major highways radiating from the 
central city and the creation of one-stop shop- 
ping centers have also been important factors. 

Generat merchandise group stores and ap- 
parel and accessories stores in the five areas did 





1. Data in this article are based on the recently released 
state retail trade bulletins of the 1954 Census of Business, 
prepared by the Bureau of the Census, U. S. Department 
of Commerce, Washington, D. C. Changes in the sales 
patterns of the New England states were the subject of 
an article in the August Business Review. An article 
dealing with sales changes in the Boston metropolitan 
area, by far New England’s largest retail center, will 
appear in a forthcoming issue of the Business Review. 


the largest share of their business in the central 
cities in 1954. On the other hand, food stores 
and gasoline service stations did a greater share 
of their business in the suburban areas, based on 
the proportion of total sales in the central city 
to the rest of the area as a standard of compari- 
son. Other types of stores generally divided sales 
in a manner more closely approaching the split 
on total sales in the areas. 

The total number of retail establishments de- 
clined between 1948 and-1954 in all the central 
cities except Providence which registered only a 
slight gain. The number of stores increased in 
the suburban areas of all five cities. 

Average sales per establishment increased in 
each of the five areas during the six-year period. 
In each, average sales of establishments located 
in the central cities remained larger than those of 
stores in suburban locations, but the margin of 
difference was reduced in all but the Springfield 
and Portland areas. One factor keeping city aver- 
age volume higher than suburban is the con- 
tinued concentration of high volume stores, such 
as department stores, in .the city. 

The importance of the five areas as retail 
trading centers is underlined by the fact that 
average establishment sales in all of the areas 
except Providence were significantly larger than 
the New England average. However, the average 
sales volume of stores in Providence, Worcester 
and Portland did not expand as rapidly during 
the period as they did in the average New Eng- 
land store in large measure because of the 
slower expansion of volume in the city stores. 
Stores in Hartford about matched the New Eng- 
land pace of expansion while those in the 
Springfield-Holyoke area expanded their vol- 
umes at a slightly faster pace. 























’ AIL SALES 
SELECTED NEW ENGLAND METROPOLITAN AREAS 
1954 Sales Volume (millions of dollars) and Percentage Change from 1948 
PROVIDENCE HARTFORD SPRINGFIELD-HOLY OKE WORCESTER PORTLAND 
Kind of Business 1954 Per Cent 1954 Per Cont 1954 Per Cent 1954 Per Cont 1954 Per Cent 
Sales Change Sales Change Sales Change Sales Change Sales 
len reer ee 189 + 21 114 +43 118 + 38 Ww +24 37 +12 
Eating, drinking places... .... 61 + 10 41 +37 35 + 13 24 + 5 8 +24 
General merchandise group. . . 73 + 5 79 +23 62 + 58 + 3 25 +60 
Apparel, accessories stores. . . 67 0 37 +9 38 + 10 27 - 3 12 -8 
Furniture, homefurnishings, ap- 
iance dealers........... 34 (0) 27 +57 28 + 27 18 +28 rf +34 
Automotive group........... 136 + 46 88 +46 84 + 56 54 +63 *25 +37 
line service stations... . . 42 + 52 +75 22 + % 18 +5 8 +60 
Lumber, ——o materials, 
» form 
See 46 + 21 29 +18 42 + 48 23- +74 6 —17 
Drug, proprietary stores... ... 29 + 23 91 +43 17 + 30 9 +38 7 +87 
Other retail stores........... 93 + 16 63 +58 60 + 2 34 +9 "28 +47 
Nonstore retailers........... 25 +314 13 +97 14 +198 7 +84 4 22 
Total retail sales............. 795 + 22 541 +40 520 + 38 322 +26 166 +29 



































* Establishments with payroll only. Totals for all stores in these groups withheld to avoid disclosure. 


Total for area includes sales of all stores. 
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Providence 

The volume of retail sales made in 1954 in 
metropolitan Providence stores enabled the area 
to retain its position of having the second largest 
retail shopping volume in New England. Sales 
in the area only increased a little more than 22 
per cent over those in 1948, compared with the 
New England gain of 31 per cent. Most of the 
gain for the period was made in stores outside 
of Providence. Sales of these stores rose 34 
per cent while sales in Providence increased only 
ten per cent. As a result of the smaller sales 
increases by stores in the city, the city’s portion 
of the area’s sales declined from 49 per cent in 
1948 to 44 per cent in 1954. 

The six cities located in the Providence met- 
ropolitan area, other than Providence itself, ex- 
perienced widely different patterns of change in 
sales during the six years. Sales in Warwick 
more than doubled, indicating the increased im- 
portance of Warwick as a retail shopping center 
in the Providence area. Since the number of 
establishments in Warwick increased only about 
one-fifth, volume per store increased sharply. 
Similar changes, although not so striking, oc- 
curred in Cranston. Here sales rose by one-half 
and the number of stores about one-quarter dur- 
ing the six years. Cranston and Warwick, in 
1954, each accounted for about eight per cent 
of sales in the area outside of Providence. The 
next largest gain, 39 per cent, occurred in Attle- 
boro, Massachusetts. Sales of Pawtucket stores 
rose only 16 per cent but remained the largest 
in volume of the Providence suburbs, account- 
ing for nearly one-quarter of sales outside of 
Providence. Woonsocket stores expanded their 
sales by seven per cent. Sales of stores in Central 
Falls dropped eight per cent and in 1954 only 
amounted to a little more than two per cent 
of the suburban total. The remainder of the 
suburban area, consisting of a large number of 
small towns, witnessed rapidly expanding sales 
volumes, increasing 49 per cent in the period 
and reaching about 40 per cent of the suburban 
area total in 1954. 


Hartford 


_ Retail sales in the Hartford area increased 
almost 40 per cent from 1948 to 1954. The area 
remained third largest in retail sales in New 
England. Only the Stamford-Norwalk area, 
(seventh in volume of sales) showed a greater 
rate of expansion among the 18 New England 
metropolitan areas. Sales in the city of Hartford 
represented 60 per cent of area sales in 1954, 
down from the 68 per cent held in 1948. Sales 
rose only 23 per cent from 1948 to 1954 in the 
city, while zooming 75 per cent in the suburbs. 
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Sales per establishment in 1954 in the Hart- 
ford area were higher than those in any of the 
other four areas. Average volume in the area was 
$134,827, about 40 per cent greater than the New 
England average. 


Spring field-Holyoke 

Retail establishments in the Springfield- 
Holyoke metropolitan area increased sales nearly 
38 per cent from 1948 to 1954, keeping the area 
in fourth position as a retail shopping area in 
New England. The expansion in sales outside of 
the city of Springfield was sufficiently greater 
than that in the city to reduce Springfield’s share 
of the area’s sales to slightly less than half. The 
city in 1954 did a little less than 49 per cent 
of the area’s retail business, down about two 
and a half percentage points from the share in 
1948. The sales increase for the city was 30 per 
cent; for the rest of the area it was 45 per cent. 

Largest sales gain rung up by cities in the 
Springfield area was one of 64 per cent in West- 
field, raising its portion of the suburban area’s 
sales to about one-eighth. The next largest gain— 
41 per cent—occurred in Chicopee. Northamp- 
ton merchants were not far behind with a gain 
of 36 per cent. The two cities had about equal 
volume in 1954 and together account for about 
one-quarter of the area’s sales. Holyoke’s relative 
importance declined slightly, since its gain of 24 
per cent was below the averagé gain in the area. 
Nonetheless, the city still did about one-quarter 
of the sales of the area outside of Springfield. 
Retail sales in the remainder of the area grew 
more rapidly than did those in any of the cities 
mentioned above. The gain of 68 per cent 
brought this group’s sales up to about one-third 
of the total for suburban areas of Springfield. 
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Worceste 

With retail sales in the Worcester area rising 
only 26 per cent from 1948 to 1954, Worcester’s 
rank.as a New England retailing center slipped 
from seventh to eighth by a very small margin. 
Its former position was taken by the rapidly 
growing Stamford-Norwalk area of Connecticut. 

The city of Worcester dominates the retail 
scene of the metropolitan area. It accounts for 
83 per cent of the volume. Nonetheless, the im- 
portance of stores in suburban parts of the area 
is growing here as elsewhere. The suburban 
stores’ gain of 63 per cent was substantially more 
than the 20 per cent increase in sales by stores in 
the city proper. 

Very little change occurred in size of store 
population in either the city or the rest of the 
area. The number of city stores declined slightly 
more than the number of suburban stores in- 
creased. As a result, Worcester was the only 
metropolitan area of the five discussed in this 
article with fewer stores in 1954 than in 1948. 
Nonetheless, average sales per establishment in 
this area were only about 15 per cent above the 
average for New England. This is less than for 
any of the other areas discussed in this article, 
except Providence. 


Portland 


The Portland metropolitan area has the 
eleventh largest retail sales volume in New Eng- 
land. Sales in the area in 1954 were 29 per cent 
greater than in 1948. As in the other areas dis- 
cussed, sales of suburban stores rose faster during 
the period than did those of the central city. The 
suburban gain was 56 per cent while the gain in 
the city was 24 per cent. However, as in Worces- 
ter, by far the largest part of the volume was 
done in the city, in this case, 81 per cent. 

Two cities, South Portland and Westbrook, 
account for about 90 per cent of the sales in the 
suburban part of the area. Of the two, West- 
brook grew faster in retail sales volume from 
1948 to 1954, posting a gain of 66 per cent. West- 
brook’s sales volume in 1954 was larger than 
South Portland’s, whereas in 1948 the reverse 
was true. South Portland’s gain over 1948 sales 
amounted to 34 per cent. Sales in the remainder 
of the area, although small in relation to the 
total, jumped 176 per cent from 1948 to 1954. 

Average sales per establishment in the city of 
Portland were the largest among the central 
cities discussed in this article, amounting to 
$141,667 in 1954. This figure is 27 per cent 
greater than that for 1948. 





1956 Capital Expenditures of Massachusetts Manufacturers 


Manufacturers have spent about $262 million 
tor new plant and equipment in Massachusetts 
during 1956. This is 19 per cent above 1955 
expenditures and within two per cent of the 
investment planned early this year. The slight 
downward revision of capital spending programs 
stems primarily from postponement of original 
plans and from delays in the delivery of construc- 
tion materials, machinery and equipment. Manu- 
facturers’ capital sutlays in 1956 on a nationwide 
basis will exceed 1955 investment by about one- 
third, according to the latest joint estimate of 
the Securities Exchange Commission and De- 
partment of Cormmerce. 

The durable-goods industries in Massachusetts, 
while increasing capital spending by 25 per cent 
this year, revised earlier estimates downward by 
eight per cent. Nondurable-goods industries re- 
vised spending plans upward six per cent more 
than original estimates for this year and are 
spending 13 per cent more than they did in 1955. 

The current 1956 capital spending plans of 
durable-goods manufacturers continue to reflect 
a higher dollar volume than those of soft-goods 
producers, even though the hard-goods indus- 
tries reduced their expected spending to $133 


10 


million from the $144 million anticipated early 
this year. Nendurable-goods producers increased 
1956 capital expenditures to $129 million. 

The reasons enumerated for the slightly lower 
1956 capital expenditures now planned than 
those estimated earlier are remarkably consistent, 
both in the durable and nondurable groups. 
Postponement of plans and delays in delivery of 
construction materials, machinery, and equip- 
ment account for two-thirds of the reasons given 
for declines among the hard-goods manufacturers. 
Half of the producers of nondurables cite the 
same factors. Steel is the item most frequently 
involved in delays. Among other reasons ad- 
vanced for decreased spending plans, only en- 
gineering delays and originally over-optimistic 
estimates are significant. Just four firms reported 
cancellation of plans amounting to $1.3 million. 
None of the industries reported that inability to 
obtain funds was an important deterrent to the 
completion of plans. 


Plant vs. Equipment Spending 
Massachusetts manufacturers have increased 


slightly the proportion of capital expenditures 
allocated to new machinery and equipment for 
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1956 over that originally planned. They pres- 
ently expect that 77 per cent of all 1956 capital 
outlays will be devoted to new equipment, com- 
pared to earlier estimates of 76 per cent for 1956 
and 71 per cent for the same purpose in 1955. 

Current estimates indicate that the total dollar 
volume going for plant construction in 1956 will 
dip below that of 1955 by slightly more than six 
per cent, compared to a decline of four per cent 
forecast earlier. The $198 million being spent on 
new machinery and equipment exceeds similar 
outlays in 1955 by 29 per cent. 


Preliminary Plans for 1957 


Capital expenditures plans for 1957 are still 
in the formative stage in many industries. Yet 
it appears that total outlays will exceed the 1956 
level by about seven per cent in Massachusetts. 

Preliminary estimates for the durable-goods 
group exhibit a strong tendency toward higher 
levels of spending in 1957. The electrical- 
machinery and transportation-equipment indus- 
tries anticipate the largest increases. Both indus- 
tries have cut back considerably the heavy in- 
creases planned for this year because of delays in 
delivery of materials and equipment and _ post- 
ponement of plans. Completion of earlier plans 
will carry over into 1957. Most of the nondurable- 
goods industries now expect lower levels of 
capital spending next year. 

Present plans for plant expenditure in 1957 
are lower than those of 1956 in all except the 
nonelectrical machinery, food, and paper in- 
dustries. Sharpest declines are evident in the 
nondurable-goods industries. 

Massachusetts manufacturers’ plans for equip- 
ment spending in the durables industries during 
1957 are $39 million higher than for this year, 
more than enough to offset the expected decline 
in plant investment. The electrical-machinery 
and transportation-equipment industries, which 
registered the largest increases this year, also ex- 
pect the greatest gains in 1957. The primary-~ 
metals, fabricated-metals, nonelectrical-machinery 
and iurniture industries plan lower investments 
in equipment next year. Among the soft-goods 
industries, only the apparel, printing, rubber, 
and miscellaneous categories expect 1957 equip- 
ment expenditures to exceed those of 1956. 


Conclusion 


Capital spending by Massachusetts manufac- 
turers during 1956 has exceeded 1955 in both 
the durable ard nondurable-goods industries. 
The slight decline from the total originally 
anticipated for this year centered in the hard- 
goods industries. Delays in delivery of materials 
and equipment and postponement of plans were 
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the major reasons for revision of original plans. 
Programmed expenditures for plant construction 
and new equipment suffered about equally. 
These projects, however, will generally carry over 
into 1957, partially accounting for the gain 
in capital outlays expected next year by hard- 
goods manufacturers. The electrical machinery- 
electronics group in 1957 will combine to have 
the highest capital expenditures in Massachu- 
setts. 

Nondurable-goods industries, for the most 
part, have not encountered the delays which 
slowed anticipated capital outlays in the hard- 
goods group during 1956. Five of the eight soft- 
goods industries will complete higher capital 
spending programs this year than originally 
planned. But manufactureis of soft goods now 
anticipate a reduction of about 14 per cent in 
capital spending in 1957. 





Technical Note 


The latest estimates of 1956 capital expenditures 
for Massachusetts manufacturers are based on reports 
submitted by 125 of 142 firms selected for our Novem- 
ber follow-up survey. Preliminary estimates for 1957 
were provided by 91 of the respondents. The firms 
selected accounted for nearly 75 per cent of all capital 
expenditures originally anticipated for 1956 by 937 
respondents in a February survey. 

Spending totals in each industry were projected on 
the basis of the relationship between the original and 
revised expenditures plans of the selected concerns 
responding in both surveys. 








CHANGES IN TOTAL CAPITAL EXPENDITURES 


Massachusetts Manufacturers - 1956 vs. 1955 


Per Cent Change 
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ALL MANUFACTURING 


DUR ABLES 
Primary Metals 
Stone, Clay & Glass 
Nonelectrical Machinery 
Transportation Equipment 
Fabricated Metals 
Electrical Machinery 
Instruments 
Furniture & Fixtures 
Miscellaneous Durables 
NONDURABIES 
Leather 
Paper ™ 
Food 


Chemicals 





Textiles 
Rubber 
Printing & Publishing 


GRRE Revised Plan 
GRRE Original Forecast 


i ee ae 


Misc 





JINCLUDES ORDNANCE, | UMBER AND WOOD PRODUCTS 
2) INCLUDES TOBACCO, PETROLEUM AND COAL PRODUCTS, PLASTICS, 








JEWELRY AND OTHER MISCELLANEOUS NONDURABLES 
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